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1. I WAS ABLE TO SEE OTAIBA IN LONDON SEPT. 21. ON EVE OF 
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HIS DEPARTURE FOR VIENNA, TO REINFORCE OUR DEMARCHE ON HOLDING 
LINE ON OIL PRICES. I SAW HIM FOLLOWING PRESS CONFERENCE 
(GIVEN TO PROMOTE HIS JUST-PUBLISHED BOOK "OPEC") AT WHICH 
OTAIBA, IN ANSWER TO QUESTION, SAID THAT WHILE HE DID NOT 

FAVOR LARGE PRICE INCREASE, INFLATION HAD UNQUESTIONABLY ERODED 
OIL REVENUE PURCHASING POWER, AND HE BELIEVED SOME ADJUSTMENT 
WAS WARRANTED. 

2. LATER IN EVENING, DURING HIS PRIVATE MEETING WITH ME, 

OTAIBA WENT CONSIDERABLY FURTHER IN DIRECTION OF MODERATION. 

HE SAID HE HAD BEEN GIVEN CARTE BLANCHE AT VIENNA BY SHAIKH 
ZAYID. PERSONALLY HE FAVORED HOLDING LINE ON PRICES AS MUCH AS 
POSSIBLE. HOWEVER, AS IN PREVIOUS CONVERSATION WITH 

CHARGE PEALE, OTAIBA AGAIN STRESSED LIMITATION ON POSITION 
UAE COULD TAKE IN OPEC COUNCILS. WITH CONSIDERABLE FRANKNESS, 

OTAIBA SAID THIS WAS DICTATED BY UAEG'S PERCEPTION THAT AS 
SMALL POWER UAE COULD BEST EXERT INFLUENCE WITHIN OPEC AS GO- 
BETWEEN AND MEDIATOR BETWEEN RADICALS AND MODERATES. HE 
RULED OUT SIMPLY LINING UP WITH SAUDI ARABIA, SAYING THIS WOULD 
MAKE UAE SATELLITE OF SAUDIS IN EYES OTHER OPEC MEMBERS AND 
END ANY INDEPENDENT UAE ROLE. OTAIBA MADE IT CLEAR THAT HE DID 
NOT THINK SAUDI POSITION ON PRICE RISE WOULD PREVAIL. HE 
NEVERTHELESS SAID I COULD ASSURE MY GOVERNMENT THAT HE WOULD 

EXPECTAS MUCH INFLUENCE AS POSSIBLE ON MODERATING SIDE. HE 
HOPED RESULT WOULD BE "VERY MODEST" INCREASE IN PRICE, 

"PERHAPS FOUR OR FIVE PERCENT." 

3. IN MY REMARKS TO OTAIBA, NOTING I HAD JUST COME FROM 
WASHINGTON, I STRESSED POINT IN REFTEL ABOUT DAMAGE THAT PRICE 
INCREASE COULD HAVE ON ESSENTIAL PUBLIC AND CONGRESSIONAL 
SUPPORT FOR ADMINISTRATION'S FAR-REACHING EFFORT TO MEET LDC / 

PRODUCERS' CONCERNS IN OPENING DIALOGUE ON ENERGY AND OTHER 
GLOBAL ECONOMIC PROBLEMS. I ADDED THAT IT WAS EQUALLY 
IMPORTANT NOT TAKE ANY ACTION THAT WOULD WEAKEN U.S. PUBLIC AND 
CONGRESSIONAL SUPPORT FOR CONTINUING ADMINISTRATION COMMITMENT TO 
HELP PARTIES MAKE FURTHER PROGRESS ON ARAB-ISRAEL SETTLEMENT. 

WHETHER FAIR OR NOT, IT WAS FACT THAT IN U.S. AND EUROPE PUBLIC 
OPINION TENDED TO SEE OPEC AS ARAB ORGANIZATION. OTAIBA 
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SAID HE APPRECIATED THESE CONSIDERATIONS. THEY WERE FACTORS, HE 
SAID, IN UAE'S DECISION TO PLAY MODERATE ROLE ON OIL ISSUES. 

4. COMMENT: I BELIEVE OTAIBA HAS BEEN REASONABLY FORTHRIGHT 
IN HIS TWO MEETINGS WITH US IN DESCRIBING APPROACH HE WILL 
TAKE AT VIENNA. LEFT TO ITSELF, THERE IS VERY LITTLE IMPETUS 
WITHIN UAEG FOR OIL PRICE RISE AT THIS TIME. IT HAS GONE 
THROUGH DIFFICULT PERIOD WITH RESPECT TO ITS OWN OIL PRODUCTION 
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THIS PAST YEAR AND CLEARLY WOULD NOT FAVOR PRICE INCREASE OF 
SUCH MAGNITUDE THAT THREATENED TO CAUSE MAJOR REDUCTION IN 
WORLD DEMAND. WE WOULD GUESS, HOWEVER, THAT UAEG HAS 
ESTIMATED THAT WORLD WILL ' SWALLOW" MODEST INCREASE IN PRICE 
OF PERHAPS UP TO 10 PERCENT WITHOUT MAJOR ECONOMIC OR POLITICAL 
REPERCUSSIONS. STILL SPENDING PRETTY MUCH WHAT IT EARNS, ABU 
DHABI WILL ALSO NOT MIND PARTAKING OF WHATEVER PRICE INCREASE 
OPEC MAY RECOMMEND. HOWEVER, THIS IS PROBABLY NOT AS 
IMPORTANT CONSIDERATION FOR UAE AT THIS STAGE AS TACTICAL 
SITUATION WITHIN OPEC, WHERE OTAIBA CLEARLY SEES POSITION 
AGAINST ANY PRICE INCREASE AS LOSING PROPOSITION AND IS UNWILLING 
TO HAVE UAE ISOLATE ITSELF TO THIS DEGREE FROM PRICE MAXIMALISTS. 
STERNER 
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